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ENGROSSED SUBSTI TUTE HOUSE BI LL 2460

State of WAshi ngt on 58th Legislature 2004 Regul ar Sessi on
By House Commttee on Health Care (originally sponsored by
Representatives Cody, Canpbell, Kessler, Morrell, Haigh, Kenney,

Santos, Hatfield, Blake, Linville, Upthegrove, Sinpson, G, Meller
and Lant z)

READ FI RST TI ME 02/ 06/ 04.

AN ACT Relating to access to health insurance for small enpl oyers
and their enployees; anending RCW 48.21. 045, 48.43.018, 48.43.035,
48. 43. 038, 48.44.022, 48.44.023, 48.46.064, and 48.46.066; reenacting
and anmendi ng RCW 48. 43. 005; creating a new section; and repealing RCW
48.21. 260, 48.21.270, 48.44.370, 48.44.380, 48.46.450, and 48. 46. 460.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW48.21.045 and 1995 ¢ 265 s 14 are each anended to read
as follows:

(1)(a) An insurer offering any health benefit plan to a small
enpl oyer ((shatk)) nay offer and actively market to the small enpl oyer

a health benefit plan ((previ-ding—benefits—identical—totheschedule—of
covered—health—services—that—are—requi+red—to—be—delvered—to—an
Hrdivi-dual—enroH-ed—+n—the—baste—health—plan)) featuring a limted

schedul e of covered health care services. Nothing in this subsection
shall preclude an insurer from offering, or a small enployer from
purchasi ng, other health benefit plans that nay have nore ((ertess))
conprehensive benefits than ((t+he—basie—health—plan—provided—such
plans—are—tn—accordance—wth—this—echapter)) those included in the

product offered under this subsection. An insurer offering a health
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benefit plan ((that—does—not—inetude—benefits—in—the—basiec—health
plan)) under this subsection shall clearly disclose ((these
eifferences)) all covered benefits to the small enployer in a brochure
((approved—by)) filed with the conm ssi oner.

(b) A health benefit plan offered under this subsection shall
provide coverage for hospital expenses and services rendered by a
physi ci an |icensed under chapter 18.57 or 18.71 RCWbut is not subject
to the requirements of RCW ((48—23-31306,)) 48.21.140, ((482%+1415))
48. 21. 142, 48. 21. 144, 48. 21. 146, 48. 21. 160 t hr ough 48. 21. 197
48. 21. 200, 48.21.220, ((4821225—4821-2306—48-21-235-)) 48.21. 240,
48. 21. 244, 48.21.250, 48.21.300, 48.21.310, or 48.21.320 ((H=—+H—The
heal th | ‘ I . I I £ ari I » : hi

I . I o | T o  cal he_basi-c_heal-thplan.

I I . it : he_basic_heal-th_plan:

HH—the—health benett—plan—+s—offeredto)) for enployers with not

nore than ((twenrty—+ive)) fifty enpl oyees.
(2) Nothing in this section shall prohibit an insurer from

offering, or a purchaser from seeking, health benefit plans wth
benefits in excess of the ((baste—healthplanservieces)) health benefit
plan offered under subsection (1) of this section. Al forns,
policies, and contracts shall be submtted for approval to the
comm ssioner, and the rates of any plan offered under this section
shall be reasonable in relation to the benefits thereto.

(3) Premumrates for health benefit plans for small enpl oyers as
defined in this section shall be subject to the foll ow ng provisions:

(a) The insurer shall develop its rates based on an adjusted
comunity rate and may only vary the adjusted comrunity rate for:

(1) Geographic area;

(1i) Famly size;

(ri1) Age; and

(tv) Wellness activities.

(b) The adjustnent for age in (a)(iii) of this subsection may not
use age brackets smaller than five-year increnents, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The insurer shall be permtted to develop separate rates for
i ndi vi dual s age sixty-five or older for coverage for which nedicare is

ESHB 2460 p. 2
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the primary payer and coverage for which nedicare is not the primry
payer . Both rates shall be subject to the requirenents of this
subsection (3).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns ((net—teo—exceedtwenty—percent)).

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the enrollnent of the small enployer;

(1i) Changes to the famly conposition of the enployee;

(1i1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(iv) Changes in governnent requirenents affecting the health
benefit pl an.

(g) Rating factors shall produce premuns for identical groups that
differ only by the anounts attributable to plan design, wth the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. A carrier
may develop its rates based on clains costs due to network provider
rei nbursenment schedules or type of network. This subsection does not
restrict or enhance the portability of benefits as provided in RCW
48. 43. 015.

(i) Adjusted community rates established under this section shal
pool the nedical experience of all small groups purchasing coverage
including the developnent of allowable factors under (a) and (h) of
this subsection. The developnent of these factors or benefit
relativities nust be based on the carrier's conpany-w de credible study
or a large study devel oped by an actuarial consultant or other nethod
accepted by the conmi ssioner.

p. 3 ESHB 2460
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} : | i —)) Not hi ng
in this section shall restrict the right of enployees to collectively
bargain for insurance providing benefits in excess of those provided
herei n.

(5)(a) Except as provided in this subsection, requirenents used by
an insurer in determning whether to provide coverage to a snall
enpl oyer shall be applied uniformy anong all small enpl oyers applying
for coverage or receiving coverage fromthe carrier

(b) An insurer shall not require a mninum participation |evel
greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(ii) Seventy-five percent of eligible enployees working for groups
with nore than three enpl oyees.

(c) I'n applying m ninmum participation requirenents with respect to
a small enployer, a snmall enployer shall not consider enployees or
dependents who have simlar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

(d) An insurer may not increase any requirenment for mninmm
enpl oyee participation or nodify any requirenent for m ni num enpl oyer
contribution applicable to a small enployer at any tine after the small
enpl oyer has been accepted for coverage.

(6) An insurer nust offer coverage to all eligible enployees of a
smal | enployer and their dependents. An insurer nmay not offer coverage
to only certain individuals or dependents in a small enployer group or
to only part of the group. An insurer may not nodify a health plan
wWith respect to a snmall enployer or any eligible enployee or dependent,
through riders, endorsenments or otherwise, to restrict or exclude
coverage or benefits for specific diseases, nedical conditions, or
servi ces otherw se covered by the plan.

(7) As wused in this section, "health benefit plan,” "small

enpl oyer, " ((*baste—healtth—plan—)) "adjusted community rate," and

"well ness activities" nmean the sane as defined i n RCW 48. 43. 005.

Sec. 2. RCW 48. 43. 005 and 2001 c¢c 196 s 5 and 2001 ¢ 147 s 1 are
each reenacted and anended to read as foll ows:

ESHB 2460 p. 4
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Unl ess otherw se specifically provided, the definitions in this
section apply throughout this chapter.

(1) "Adjusted comunity rate" neans the rating nethod used to
establish the premumfor health plans adjusted to reflect actuarially
denonstrated differences in wutilization or cost attributable to
geographic region, age, famly size, and use of wellness activities.

(2) "Basic health plan" neans the plan described under chapter
70.47 RCW as revised fromtine to tine.

(3) "Basic health plan nodel plan" neans a health plan as required
in RCW 70. 47.060(2) (d).

(4) "Basic health plan services" neans that schedule of covered
heal th services, including the description of how those benefits are to
be adm ni stered, that are required to be delivered to an enroll ee under
the basic health plan, as revised fromtine to tine.

(5) "Catastrophic health plan" neans:

(a) In the case of a contract, agreenent, or policy covering a
single enrollee, a health benefit plan requiring a calendar year
deductible of, at a m ninmum one thousand five hundred dollars and an
annual out-of - pocket expense required to be paid under the plan (other
than for premuns) for covered benefits of at |east three thousand
dol l ars; and

(b) I'n the case of a contract, agreenent, or policy covering nore
than one enrollee, a health benefit plan requiring a cal endar year
deductible of, at a mninmum three thousand dollars and an annual out-
of - pocket expense required to be paid under the plan (other than for
prem uns) for covered benefits of at |least five thousand five hundred
dol l ars; or

(c) Any health benefit plan that provides benefits for hospita
i npati ent and out patient services, professional and prescription drugs
provided in conjunction with such hospital inpatient and outpatient
services, and excludes or substantially limts outpatient physician
services and those services usually provided in an office setting.

(6) "Certification" neans a determ nation by a review organi zation
that an adm ssion, extension of stay, or other health care service or
procedure has been reviewed and, based on the information provided,
nmeets the clinical requirenents for nedical necessity, appropriateness,
| evel of care, or effectiveness under the auspices of the applicable
heal th benefit plan.

p. 5 ESHB 2460
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(7) "Concurrent review' neans utilization review conducted during
a patient's hospital stay or course of treatnent.
(8) "Covered person"” or "enrollee" neans a person covered by a

health plan including an enrollee, subscri ber, pol i cyhol der,
beneficiary of a group plan, or individual covered by any other health
pl an.

(9) "Dependent" neans, at a mninum the enrollee's |egal spouse
and unmarried dependent children who qualify for coverage under the
enrollee's health benefit plan.

(10) "Eligible enpl oyee” neans an enpl oyee who works on a full-tine
basis wth a normal work week of thirty or nore hours. The term
includes a self-enployed individual, including a sole proprietor, a
partner of a partnership, and may include an independent contractor, if
the sel f-enpl oyed individual, sole proprietor, partner, or independent
contractor is included as an enpl oyee under a health benefit plan of a
smal | enpl oyer, but does not work less than thirty hours per week and
derives at | east seventy-five percent of his or her incone froma trade
or business through which he or she has attenpted to earn taxable
income and for which he or she has filed the appropriate interna
revenue service form Persons covered under a health benefit plan
pursuant to the consolidated omi bus budget reconciliation act of 1986
shall not be considered eligible enployees for purposes of mninum
participation requirenments of chapter 265, Laws of 1995.

(11) "Enmergency nedical condition" neans the energent and acute
onset of a synptom or synptons, including severe pain, that would | ead
a prudent |ayperson acting reasonably to believe that a health
condition exists that requires i medi ate nedical attention, if failure
to provide nedical attention would result in serious inpairnment to
bodily functions or serious dysfunction of a bodily organ or part, or
woul d place the person's health in serious jeopardy.

(12) "Energency services" neans otherwi se covered health care
services nedically necessary to evaluate and treat an energency nedi cal
condition, provided in a hospital energency departnent.

(13) "Enrollee point-of-service cost-sharing"” neans anounts paid to
health carriers directly providing services, health care providers, or
health care facilities by enrollees and nmay include copaynents,
coi nsurance, or deducti bl es.

ESHB 2460 p. 6
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(14) "Gievance" neans a witten conplaint submtted by or on
behalf of a covered person regarding: (a) Denial of paynent for
medi cal services or nonprovision of nedical services included in the
covered person's health benefit plan, or (b) service delivery issues
ot her than denial of paynent for nedical services or nonprovision of
medi cal services, including dissatisfaction with nedical care, waiting
time for nedical services, provider or staff attitude or deneanor, or
di ssatisfaction with service provided by the health carrier.

(15) "Health care facility" or "facility" means hospices |icensed
under chapter 70.127 RCW hospitals licensed under chapter 70.41 RCW
rural health care facilities as defined in RCW 70.175. 020, psychiatric
hospitals |icensed under chapter 71.12 RCW nursing honmes |icensed
under chapter 18.51 RCW comunity nmental health centers |icensed under
chapter 71.05 or 71.24 RCW kidney disease treatnment centers |icensed
under chapter 70.41 RCW anbul atory diagnostic, treatnment, or surgical
facilities licensed under chapter 70.41 RCW drug and al cohol treatnent
facilities licensed under chapter 70.96A RCW and hone heal th agencies
licensed under chapter 70.127 RCW and includes such facilities if
owned and operated by a political subdivision or instrunentality of the
state and such other facilities as required by federal I|aw and
i npl enmenting regul ati ons.

(16) "Health care provider"” or "provider" neans:

(a) A person regulated under Title 18 or chapter 70.127 RCW to
practice health or health-related services or otherw se practicing
health care services in this state consistent with state | aw, or

(b) An enployee or agent of a person described in (a) of this
subsection, acting in the course and scope of his or her enploynent.

(17) "Health care service" neans that service offered or provided
by health care facilities and health care providers relating to the
prevention, cure, or treatnment of illness, injury, or disease.

(18) "Health carrier”™ or "carrier" neans a disability insurer
regul ated under chapter 48.20 or 48.21 RCW a health care service
contractor as defined in RCW 48.44.010, or a health nmaintenance
organi zation as defined in RCW 48. 46. 020.

(19) "Health plan" or "health benefit plan" neans any policy,
contract, or agreenent offered by a health carrier to provide, arrange,
rei nburse, or pay for health care services except the foll ow ng:

(a) Long-termcare insurance governed by chapter 48.84 RCW

p. 7 ESHB 2460
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(b) Medicare supplenental health insurance governed by chapter
48. 66 RCW

(c) Limted health care services offered by limted health care
service contractors in accordance with RCW 48. 44. 035;

(d) Disability incone;

(e) Coverage incidental to a property/casualty liability insurance
policy such as autonobile personal injury protection coverage and
homeowner guest nedi cal ;

(f) Workers' conpensation cover age,;

(g) Accident only coverage;

(h) Specified disease and hospital confinenent indemity when
mar keted solely as a supplenent to a health plan;

(1) Enpl oyer-sponsored sel f-funded heal th pl ans;

(j) Dental only and vision only coverage; and

(k) Plans deened by the insurance comm ssioner to have a short-term
[imted purpose or duration, or to be a student-only plan that is
guar anteed renewabl e while the covered person is enrolled as a regul ar
full-time undergraduate or graduate student at an accredited higher
education institution, after a witten request for such classification
by the carrier and subsequent witten approval by the insurance
conmi ssi oner.

(20) "Material nodification" neans a change in the actuarial value
of the health plan as nodified of nore than five percent but |ess than
fifteen percent.

(21) "Preexisting condition" neans any nedical condition, illness,
or injury that existed any tine prior to the effective date of
cover age.

(22) "Prem unmt means all sums charged, received, or deposited by a
health carrier as consideration for a health plan or the conti nuance of

a health plan. Any assessnent or any "nmenbership,” "policy,"
"contract," "service," or simlar fee or charge nmade by a health
carrier in consideration for a health plan is deened part of the
premum "Prem unt shall not include amobunts paid as enroll ee point-

of - servi ce cost-shari ng.

(23) "Review organization" nmeans a disability insurer regulated
under chapter 48.20 or 48.21 RCW health care service contractor as
defined in RCW48. 44. 010, or health nai ntenance organi zati on as defi ned

ESHB 2460 p. 8
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in RCW48. 46. 020, and entities affiliated with, under contract with, or
acting on behalf of a health carrier to performa utilization review
(24) "Small enployer” or "small group"” neans any person, firm
corporation, partnership, association, political subdivision, sole
proprietor, or self-enployed individual that is actively engaged in
busi ness that, on at least fifty percent of its working days during the
precedi ng cal endar quarter, enployed at least two but no nore than
fifty eligible enployees, with a normal work week of thirty or nore
hours, the majority of whomwere enployed within this state, and is not
formed primarily for purposes of buying health insurance and in which
a bona fide enpl oyer-enpl oyee relationship exists. In determning the
nunber of eligible enployees, conpanies that are affiliated conpani es,
or that are eligible to file a conbined tax return for purposes of
taxation by this state, shall be considered an enpl oyer. Subsequent to
the issuance of a health plan to a snall enployer and for the purpose
of determining eligibility, the size of a small enployer shall be
determ ned annually. Except as otherwi se specifically provided, a
smal | enpl oyer shall continue to be considered a small enpl oyer until
the plan anniversary following the date the small enployer no |onger
nmeets the requirenents of this definition. ((Fheterm—srwa—enployer—
includes a self-enployed individual or sole proprietor.  The term

CorF—for the previoustaxableyear—)) A self-enployed individual or

sole proprietor who is covered as a group of one on the day prior to
the effective date of this section shall also be considered a "snal
enpl oyer” to the extent that individual or group of one is entitled to
have his or her coverage renewed as provided in RCW48. 43. 035(6).

(25) "Uilization review' neans the prospective, concurrent, or
retrospective assessnent of the necessity and appropriateness of the
all ocation of health care resources and services of a provider or
facility, given or proposed to be given to an enrollee or group of
enrol | ees.

(26) "Wellness activity" means an explicit programof an activity
consistent wth departnent of health guidelines, such as, snoking

p. 9 ESHB 2460
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cessation, injury and acci dent prevention, reduction of alcohol m suse,
appropriate weight reduction, exercise, autonobile and notorcycle
safety, blood cholesterol reduction, and nutrition education for the
pur pose of inproving enrollee health status and reducing health service
costs.

Sec. 3. RCW48.43.018 and 2001 ¢ 196 s 8 are each anended to read
as follows:

(1) Except as provided in (a) through ((&»)) (d) of this
subsection, a health carrier may require any person applying for an
i ndi vidual health benefit plan to conplete the standard health
guestionnai re designated under chapter 48.41 RCW

(a) If a person is seeking an individual health benefit plan due to
his or her change of residence from one geographic area in Washi ngton
state to another geographic area in Washi ngton state where his or her
current health plan is not offered, conpletion of the standard health
guestionnaire shall not be a condition of coverage if application for
coverage is made within ninety days of relocation.

(b) If a person is seeking an individual health benefit plan:

(i) Because a health care provider with whom he or she has an
established care relationship and from whom he or she has received
treatnent within the past twelve nonths is no |longer part of the
carrier's provider network wunder his or her existing Wshington
i ndi vidual health benefit plan; and

(ii) H's or her health care provider is part of another carrier's
provi der network; and

(ti1) Application for a health benefit plan under that carrier's
provi der network individual coverage is nmade within ninety days of his
or her provider |leaving the previous carrier's provider network; then
conpletion of the standard health questionnaire shall not be a
condi tion of coverage.

(c) If a person is seeking an individual health benefit plan due to
his or her having exhausted continuation coverage provided under 29
US C Sec. 1161 et seq., or is part of a small enployer group of |ess
than twenty enpl oyees, and neets the federal standards of eligibility
for continuation coverage, conpletion of the standard health
guestionnaire shall not be a condition of coverage if application for
coverage is nmade within ninety days of exhaustion of continuation

ESHB 2460 p. 10
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cover age. A health carrier shall accept an application wthout a
standard health questionnaire froma person currently covered by such
continuation coverage if application is nmade within ninety days prior
to the date the continuation coverage would be exhausted and the
effective date of the individual coverage applied for is the date the
continuation coverage would be exhausted, or wthin ninety days
thereafter.

(d) If a person is seeking an individual health benefit plan due to
his or her receiving notice that his or her coverage under a conversion
contract is discontinued, conpletion of the standard health
guestionnaire shall not be a condition of coverage if application for
coverage is made within ninety days of discontinuation of eligibility
under the conversion contract. A health carrier shall accept an
application without a standard health questionnaire from a person
currently covered by such conversion contract if application is nade
within ninety days prior to the date eligibility under the conversion
contract would be discontinued and the effective date of the individual
coverage applied for is the date eligibility under the conversion
contract would be discontinued, or wthin ninety days thereafter.

(2) I f, based upon the results of the standard health
questionnaire, the person qualifies for coverage under the WAshi ngton
state health insurance pool, the follow ng shall apply:

(a) The carrier may decide not to accept the person's application
for enrollnment in its individual health benefit plan; and

(b) Wthin fifteen business days of receipt of a conpleted
application, the carrier shall provide witten notice of the decision
not to accept the person's application for enrollnment to both the
person and the adm nistrator of the Washi ngton state health insurance
pool. The notice to the person shall state that the person is eligible
for health insurance provided by the Washington state health insurance
pool, and shall include informtion about the WAshington state health
i nsurance pool and an application for such coverage. If the carrier
does not provide or postmark such notice within fifteen busi ness days,
the application is deened approved.

(3) If the person applying for an individual health benefit plan:
(a) Does not qualify for coverage under the Washington state health
i nsurance pool based wupon the results of the standard health
guestionnaire; (b) does qualify for coverage under the Washington state

p. 11 ESHB 2460
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health insurance pool based upon the results of the standard health
guestionnaire and the <carrier elects to accept the person for
enrollnment; or (c) is not required to conplete the standard health
guestionnaire designated under this chapter under subsection (1)(a) or
(b) of this section, the carrier shall accept the person for enroll nent
if he or she resides within the carrier's service area and provide or
assure the provision of all covered services regardl ess of age, sex,
famly structure, ethnicity, race, health condition, geographic
| ocati on, enploynent status, socioeconom c status, other condition or
situation, or the provisions of RCW49.60.174(2). The comm ssioner may
grant a tenporary exenption fromthis subsection if, upon application
by a health carrier, the commssioner finds that the clinical,
financial, or admnistrative capacity to serve existing enrollees wll
be inpaired if a health carrier is required to continue enroll nent of
addi tional eligible individuals.

Sec. 4. RCW48.43.035 and 2000 ¢ 79 s 24 are each anended to read
as follows:

For group health benefit plans, the follow ng shall apply:

(1) Al health carriers shall accept for enrollnent any state
resident wwthin the group to whom the plan is offered and within the
carrier's service area and provide or assure the provision of all
covered services regardl ess of age, sex, famly structure, ethnicity,
race, health condition, geographic |location, enploynent status,
soci oeconom ¢ status, other condition or situation, or the provisions
of RCW 49.60.174(2). The insurance conm sSioner may grant a tenporary
exenption from this subsection, if, upon application by a health
carrier the commssioner finds that the clinical, financial, or
adm ni strative capacity to serve existing enrollees will be inpaired if
a health carrier is required to continue enrollnment of additional
el i gi bl e individual s.

(2) Except as provided in subsection (5 of this section, all
heal th plans shall contain or incorporate by endorsenent a guarantee of
the continuity of coverage of the plan. For the purposes of this
section, a plan is "renewed" when it is continued beyond the earli est
dat e upon which, at the carrier's sole option, the plan could have been
termnated for other than nonpaynent of prem um The carrier my
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consider the group's anniversary date as the renewal date for purposes
of conplying with the provisions of this section.

(3) The guarantee of continuity of coverage required in health
pl ans shall not prevent a carrier from canceling or nonrenewing a
heal th plan for:

(a) Nonpaynent of prem um

(b) Violation of published policies of the carrier approved by the
I nsurance conmm ssi oner;

(c) Covered persons entitled to becone eligible for nedicare
benefits by reason of age who fail to apply for a nedicare suppl enent
plan or nedicare cost, risk, or other plan offered by the carrier
pursuant to federal |aws and regul ati ons;

(d) Covered persons who fail to pay any deductible or copaynment
anount owed to the carrier and not the provider of health care
servi ces;

(e) Covered persons conmtting fraudulent acts as to the carrier;

(f) Covered persons who materially breach the health plan; or

(g) Change or inplenentation of federal or state laws that no
| onger permt the continued offering of such coverage.

(4) The provisions of this section do not apply in the follow ng
cases:

(a) A carrier has zero enrollnent on a product; ((e+))

(b) A carrier replaces a product and the replacenent product is
provided to all covered persons within that class or |ine of business,
includes all of the services covered under the replaced product, and
does not significantly limt access to the kind of services covered
under the replaced product. The health plan my also allow
unrestricted conversion to a fully conparabl e product; ((e+))

(c) No sooner than January 1, 2005, a carrier discontinues offering
a particular type of health benefit plan offered for groups of up to
two hundred if: (i) The carrier provides notice to each group of the
discontinuation at least ninety days prior to the date of the
di scontinuation; (ii) the carrier offers to each group provided
coverage of this type the option to enroll, with regard to snall
enpl oyer groups, in any other small enployer group plan, or with regard
to groups of up to two hundred, in any other applicable group plan,
currently being offered by the carrier in the applicable group market;
and (iii) in exercising the option to discontinue coverage of this type

p. 13 ESHB 2460
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and in offering the option of coverage under (c)(ii) of this
subsection, the carrier acts uniformy without regard to any health
status-related factor of enrolled individuals or individuals who may
becone eligible for this coverage;

(d) A carrier discontinues offering all health coverage in the
smal |l group market or for groups of up to two hundred, or both markets,
in the state and discontinues coverage under all existing group health
benefit plans in the applicable market involved if: (i) The carrier
provides notice to the commssioner of its intent to discontinue
offering all such coverage in the state and its intent to discontinue
coverage under all such existing health benefit plans at |east one
hundred eighty days prior to the date of the discontinuation of
coverage under all such existing health benefit plans; and (ii) the
carrier provides notice to each covered group of the intent to
discontinue the existing health benefit plan at |east one hundred
eighty days prior to the date of discontinuation. In the case of
di scontinuation under this subsection, the carrier may not issue any
group health coverage in this state in the applicable group narket
involved for a five-year period beginning on the date of the
di scontinuation of the last health benefit plan not so renewed. This
subsection (4) does not require a carrier to provide notice to the
commi ssioner of its intent to discontinue offering a health benefit
plan to new applicants when the carrier does not discontinue coverage
of existing enrollees under that health benefit plan; or

(e) Acarrier is wwthdrawing froma service area or froma segnent
of its service area because the carrier has denonstrated to the
i nsurance conm ssioner that the carrier's clinical, financial, or
adm ni strative capacity to serve enrollees wul d be exceeded.

(5) The provisions of this section do not apply to health plans
deened by the insurance conmm ssioner to be unique or limted or have a
short-term purpose, after a witten request for such classification by
the carrier and subsequent witten approval by the insurance
conm ssi oner.

(6) Notwithstanding any other provision of this section, the
guarantee of continuity of coverage applies to a group of one only if:
(a) The carrier continues to offer any other small enpl oyer group plan
in which the group of one was eligible to enroll on the day prior to

ESHB 2460 p. 14
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the effective date of this section; and (b) the person continues to
qualify as a group of one under the criteria in place on the day prior
to the effective date of this section

Sec. 5. RCW48.43.038 and 2000 ¢ 79 s 25 are each anended to read
as follows:

(1) Except as provided in subsection (4) of this section, all
i ndi vidual health plans shall contain or incorporate by endorsenent a
guarantee of the continuity of coverage of the plan. For the purposes
of this section, a plan is "renewed" when it is continued beyond the
earliest date upon which, at the carrier's sole option, the plan could
have been term nated for other than nonpaynent of prem um

(2) The guarantee of continuity of coverage required in individual
heal th plans shall not prevent a carrier fromcanceling or nonrenew ng
a health plan for:

(a) Nonpaynent of prem um

(b) Violation of published policies of the carrier approved by the
conmi ssi oner ;

(c) Covered persons entitled to becone eligible for nedicare
benefits by reason of age who fail to apply for a nedicare suppl enent
plan or nedicare cost, risk, or other plan offered by the carrier
pursuant to federal |aws and regul ations;

(d) Covered persons who fail to pay any deductible or copaynment
anmount owed to the carrier and not the provider of health care
servi ces;

(e) Covered persons conmtting fraudulent acts as to the carrier;

(f) Covered persons who materially breach the health plan; or

(g) Change or inplenentation of federal or state laws that no
| onger permt the continued offering of such coverage.

(3) This section does not apply in the foll ow ng cases:

(a) A carrier has zero enrollnment on a product;

(b) Acarrier is withdrawing froma service area or froma segnent
of its service area because the carrier has denonstrated to the
comm ssioner that the carrier's clinical, financial, or admnistrative
capacity to serve enroll ees woul d be exceeded;

(c) No sooner than the first day of the nonth followi ng the
expiration of a one hundred eighty-day period begi nning on March 23,
2000, a carrier discontinues offering a particular type of health
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benefit plan offered in the individual market, including conversion
contracts, if: (1) The carrier provides notice to each covered
i ndi vi dual provided coverage of this type of such discontinuation at
| east ninety days prior to the date of the discontinuation; (ii) the
carrier offers to each individual provided coverage of this type the
option, w thout being subject to the standard health questionnaire, to
enroll in any other individual health benefit plan currently being
offered by the <carrier; and (iii) in exercising the option to
di sconti nue coverage of this type and in offering the option of
coverage under (c)(ii) of this subsection, the carrier acts uniformy
without regard to any health status-related factor of enrolled
i ndi vidual s or individuals who nmay becone eligible for such coverage;
or

(d) A carrier discontinues offering all individual health coverage
in the state and di scontinues coverage under all existing individua
health benefit plans if: (1) The carrier provides notice to the
comm ssioner of its intent to discontinue offering all individual
health coverage in the state and its intent to discontinue coverage
under all existing health benefit plans at |east one hundred eighty
days prior to the date of the discontinuation of coverage under all
exi sting health benefit plans; and (ii) the carrier provides notice to
each covered individual of the intent to discontinue his or her
exi sting health benefit plan at |east one hundred eighty days prior to
the date of such discontinuation. In the case of discontinuation under
this subsection, the carrier may not issue any individual health
coverage in this state for a five-year period beginning on the date of
t he discontinuation of the last health plan not so renewed. Nothing in
this subsection (3) shall be construed to require a carrier to provide
notice to the conmmssioner of its intent to discontinue offering a
health benefit plan to new applicants where the carrier does not
di sconti nue coverage of existing enrollees under that health benefit
pl an.

(4) The provisions of this section do not apply to health plans
deened by the comm ssioner to be unique or limted or have a short-term
purpose, after a witten request for such classification by the carrier
and subsequent witten approval by the conm ssioner.
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Sec. 6. RCW48.44.022 and 2000 ¢ 79 s 30 are each anended to read
as follows:

(1) Premumrates for health benefit plans for individuals shall be
subject to the foll ow ng provisions:

(a) The health care service contractor shall develop its rates
based on an adjusted community rate and may only vary the adjusted
community rate for:

(1) Geographic area;

(11) Famly size;

(1i1) Age;

(1v) Tenure discounts; and

(v) Wellness activities.

(b) The adjustnent for age in (a)(iii) of this subsection may not
use age brackets smaller than five-year increnments which shall begin
with age twenty and end with age sixty-five. Individuals under the age
of twenty shall be treated as those age twenty.

(c) The health care service contractor shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nedicare is the primary payer and coverage for which
nmedi care is not the primary payer. Both rates shall be subject to the
requi renments of this subsection.

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns ((net—teo—exceedtwenty—percent)).

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the famly conposition;

(i) Changes to the health benefit plan requested by the
i ndi vi dual ; or

(iii1) Changes in governnent requirenments affecting the health
benefit pl an.

(g) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar

p. 17 ESHB 2460
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coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(h) A tenure discount for continuous enrollnment in the health plan
of two years or nore may be offered, not to exceed ten percent.

(2) Adjusted community rates established under this section shal
pool the medi cal experience of all individuals purchasing coverage, and
shall not be required to be pooled with the nedical experience of
health benefit plans offered to small enployers under RCW 48. 44. 023.

(3) As used in this section ((anrdREW48-44-023)), "health benefit
plan,” "small enployer,"” "adjusted community rates,” and "wellness
activities" nean the sane as defined in RCW48. 43. 005.

Sec. 7. RCW48.44.023 and 1995 c¢ 265 s 16 are each anended to read
as follows:

(1)(a) A health care services contractor offering any health
benefit plan to a small enployer ((shatkt)) may offer and actively

market to the small enployer a health benefit plan ((previdingbenetits

))

featuring a limted schedule of covered health care services. Nothing
in this subsection shall preclude a contractor from offering, or a
smal | enployer from purchasing, other health benefit plans that my
have nore ((er—ess)) conprehensive benefits than ((the—baste—heatth
phan—provi-ded—suech—plans—are—in—accordance—wththis——chapter)) those
included in the product offered under this subsection. A contractor
offering a health benefit plan ((t+hat—does—not—tneludebenefitsinthe
baste—health—plan)) under this subsection shall clearly disclose
((these—differences)) all covered benefits to the snmall enployer in a
brochure ((approved-by)) filed with the comm ssioner.

(b) A health benefit plan offered under this subsection shall
provide coverage for hospital expenses and services rendered by a
physi ci an |icensed under chapter 18.57 or 18.71 RCWbut is not subject
to the requirenents of RCW 48. 44. 225, 48. 44. 240, 48. 44. 245,
((48—44-290,—48-44-3006,)) 48.44.310, 48.44.320, ((48-44-3254844-330+
48-44.-335)) 48.44.340, 48.44.344, 48.44.360, 48.44.400, 48.44.440,
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offered—to)) for enployers with not nore than ((twenrty—+ive)) fifty
enpl oyees.

(2) Nothing in this section shall prohibit a health care service
contractor fromoffering, or a purchaser from seeking, health benefit

plans with benefits in excess of the ((baste—health—plan—servieces))

health benefit plan offered under subsection (1) of this section. Al
fornms, policies, and contracts shall be submtted for approval to the
conmm ssioner, and the rates of any plan offered under this section
shall be reasonable in relation to the benefits thereto.

(3) Premumrates for health benefit plans for small enpl oyers as
defined in this section shall be subject to the foll ow ng provisions:

(a) The contractor shall develop its rates based on an adjusted
comunity rate and nmay only vary the adjusted comrunity rate for:

(1) Geographic area;

(1i1) Famly size;

(ri1) Age; and

(itv) Wellness activities.

(b) The adjustnent for age in (a)(iii) of this subsection may not
use age brackets smaller than five-year increnents, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The contractor shall be permtted to devel op separate rates for
i ndi vi dual s age sixty-five or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the primry
payer . Both rates shall be subject to the requirenents of this
subsection (3).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost

attributed to such prograns ((net—teo—exceedtwentypercent)).
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(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the enrollnent of the small enployer;

(1i) Changes to the famly conposition of the enployee;

(1i1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(iv) Changes in governnent requirenents affecting the health
benefit pl an.

(g) Rating factors shall produce premuns for identical groups that
differ only by the anounts attributable to plan design, wth the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. A carrier
may develop its rates based on clains costs due to network provider
rei nbursenment schedules or type of network. This subsection does not
restrict or enhance the portability of benefits as provided in RCW
48. 43. 015.

(i) Adjusted community rates established under this section shal
pool the nedical experience of all groups purchasing coverage including
the developnent of allowable factors wunder (a) and (h) of this
subsection. The devel opnent of these factors or benefit relativities
nust be based on the carrier's conpany-w de credible study or a large
study devel oped by an actuarial consultant or other nmethod accepted by
t he conm ssi oner.

(4) (( Fheheatthbenett—plans—avthortzed—by—ths—sectionthat—are

AD a N
A C Cl Ci O v Ci w Ci

i i —)) Not hi ng
in this section shall restrict the right of enployees to collectively
bargain for insurance providing benefits in excess of those provided
herei n.

(5)(a) Except as provided in this subsection, requirenents used by
a contractor in determning whether to provide coverage to a smal
enpl oyer shall be applied uniformy anong all small enpl oyers applying
for coverage or receiving coverage fromthe carrier.
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(b) A contractor shall not require a mninum participation |eve
greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(i1) Seventy-five percent of eligible enployees working for groups
with nore than three enpl oyees.

(c) I'n applying m ninmum participation requirenents with respect to
a small enployer, a small enployer shall not consider enployees or
dependents who have simlar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

(d) A contractor may not increase any requirenent for m ninmm
enpl oyee participation or nodify any requirenent for m ninum enpl oyer
contribution applicable to a small enployer at any tinme after the snall
enpl oyer has been accepted for coverage.

(6) A contractor nust offer coverage to all eligible enployees of
a small enployer and their dependents. A contractor may not offer
coverage to only certain individuals or dependents in a small enployer
group or to only part of the group. A contractor may not nodify a
health plan with respect to a snall enployer or any eligible enpl oyee
or dependent, through riders, endorsenents or otherwise, to restrict or
excl ude coverage or benefits for specific diseases, nedical conditions,
or services otherwi se covered by the plan.

(7) As used in this section, "health benefit plan," "small
enployer,"” and "wellness activities" nean the sane as defined in RCW
48. 43. 005.

Sec. 8. RCW48.46.064 and 2000 ¢ 79 s 33 are each anended to read
as follows:

(1) Premumrates for health benefit plans for individuals shall be
subject to the foll ow ng provisions:

(a) The health maintenance organization shall develop its rates
based on an adjusted community rate and may only vary the adjusted
community rate for:

(1) Geographic area;

(1i) Famly size;

(1i1) Age;

(1v) Tenure discounts; and

(v) Wellness activities.
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(b) The adjustnent for age in (a)(iii) of this subsection may not
use age brackets smaller than five-year increnments which shall begin
with age twenty and end with age sixty-five. Individuals under the age
of twenty shall be treated as those age twenty.

(c) The health nmaintenance organization shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nedicare is the primary payer and coverage for which
medi care is not the primary payer. Both rates shall be subject to the
requi renents of this subsection.

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the famly conposition;

(i) Changes to the health benefit plan requested by the
i ndi vi dual ; or

(iii1) Changes in governnent requirenments affecting the health
benefit pl an.

(g) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(h) A tenure discount for continuous enrollnent in the health plan
of two years or nore may be offered, not to exceed ten percent.

(2) Adjusted community rates established under this section shal
pool the medical experience of all individuals purchasing coverage, and
shall not be required to be pooled with the nedical experience of
health benefit plans offered to small enployers under RCW 48. 46. 066.
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(3) As used in this section ((anrdREW48-46-066)), "health benefit
plan," "adjusted comunity rate,” "small enployer,” and "wellness
activities" nean the sane as defined in RCW 48. 43. 005.

Sec. 9. RCW48.46.066 and 1995 c 265 s 18 are each anended to read
as follows:

(1)(a) A health mintenance organization offering any health
benefit plan to a small enployer ((shatklh)) may offer and actively

market to the small enployer a health benefit plan ((previdingbenretits

))

featuring a limted schedule of covered health care services. Nothing
in this subsection shall preclude a health maintenance organization
from offering, or a small enployer from purchasing, other health
benefit plans that may have nore ((er—tess)) conprehensive benefits

t han ((t+he—bastec—health—plan—provided—such—planrs—are—in—acecordance
wH-h—this—ehapter)) those included in the product offered under this

subsecti on. A health maintenance organization offering a health
benefit plan ((that—does—not—+netude—benetits—tn—the—baste—health
phan)) under this subsection shall clearly disclose ((these
differences)) all the covered benefits to the small enployer in a
brochure ((approved-by)) filed with the comm ssioner.

(b) A health benefit plan offered under this subsection shall
provide coverage for hospital expenses and services rendered by a
physi ci an |icensed under chapter 18.57 or 18.71 RCWbut is not subject
to the requirenments of RCW ((4846-—275—48-46-280—48-46-285,))
48. 46. 290, 48.46.350, 48.46.355, 48.46.375, 48.46.440, 48.46.480,

48. 46. 510, 48.46.520, and 48. 46. 530 ((+H——)—TFhehealth benretitplan
. I I T I = .t hi I . I g
I ‘i g  cal I basi heal t4 Lan. I I

. Y : I basi heal t4 Lan: e I heal t4
benefit+—plan+s—offeredto)) for enployers with not nore than ((+wepty—
Hwve)) fifty enpl oyees.

(2) Nothing in this section shall prohibit a health maintenance
organi zation fromoffering, or a purchaser from seeking, health benefit

plans with benefits in excess of the ((baste—health—plan—serviees))

health benefit plan offered under subsection (1) of this section. Al
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fornms, policies, and contracts shall be submtted for approval to the
conmm ssioner, and the rates of any plan offered under this section
shall be reasonable in relation to the benefits thereto.

(3) Premumrates for health benefit plans for small enpl oyers as
defined in this section shall be subject to the foll ow ng provisions:

(a) The health maintenance organization shall develop its rates
based on an adjusted community rate and may only vary the adjusted
community rate for:

(1) Geographic area;

(1i1) Famly size;

(ri1) Age; and

(1v) Wellness activities.

(b) The adjustnent for age in (a)(iii) of this subsection may not
use age brackets smaller than five-year increnents, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The health nmaintenance organization shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nedicare is the primary payer and coverage for which
medi care is not the primary payer. Both rates shall be subject to the
requi renents of this subsection (3).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns ((net—teo—exceedtwenty—percent)).

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the enrollnent of the small enployer;

(1i) Changes to the famly conposition of the enployee;

(1i1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(iv) Changes in governnent requirenents affecting the health
benefit pl an.
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(g) Rating factors shall produce premuns for identical groups that
differ only by the anounts attributable to plan design, wth the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. A carrier
may develop its rates based on clains costs due to network provider
rei nbursenment schedules or type of network. This subsection does not
restrict or enhance the portability of benefits as provided in RCW
48. 43. 015.

(i) Adjusted community rates established under this section shal
pool the nedical experience of all groups purchasing coverage including
the developnent of allowable factors wunder (a) and (h) of this
subsection. The devel opnent of these factors or benefit relativities
nust be based on the carrier's conpany-w de credible study or a large
study devel oped by an actuarial consultant or other nethod accepted by
the comm ssi oner.

(4) (( Fheheatthbenett—plans—avthortzed—by—ths—sectionthat—are
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} i —)) Not hi ng
in this section shall restrict the right of enployees to collectively
bargain for insurance providing benefits in excess of those provided
herei n.

(5)(a) Except as provided in this subsection, requirenents used by
a health maintenance organization in determ ning whether to provide
coverage to a small enployer shall be applied uniformy anong all snal
enpl oyers appl ying for coverage or receiving coverage fromthe carrier.

(b) A health mai ntenance organi zation shall not require a m ni num
participation | evel greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(ii) Seventy-five percent of eligible enployees working for groups
with nore than three enpl oyees.

(c) I'n applying m ninmum participation requirenents with respect to
a small enployer, a snmall enployer shall not consider enployees or
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dependents who have simlar existing coverage in determ ning whether
t he applicable percentage of participation is net.

(d) A health mintenance organization may not increase any
requirenent for mninmum enployee participation or nodify any
requi renment for mninum enployer contribution applicable to a small
enpl oyer at any tine after the small enployer has been accepted for
cover age.

(6) A health maintenance organization nust offer coverage to all
el i gible enpl oyees of a snall enployer and their dependents. A health
mai nt enance organization nmay not offer coverage to only certain
i ndi viduals or dependents in a small enployer group or to only part of
the group. A health maintenance organization may not nodify a health
plan with respect to a small enployer or any eligible enployee or
dependent, through riders, endorsenents or otherwise, to restrict or
excl ude coverage or benefits for specific diseases, nedical conditions,
or services otherw se covered by the plan.

(7) As used in this section, "health benefit plan," "small
enployer,"” and "wellness activities" nean the sane as defined in RCW
48. 43. 005.

NEW SECTION. Sec. 10. The followng acts or parts of acts are
each repeal ed:

(1) RCW 48.21.260 (Conversion policy to be offered--Exceptions,
conditions) and 1984 c 190 s 3;

(2) RCW  48. 21. 270 (Conversi on policy--Restrictions and
requi renents) and 1984 c¢ 190 s 4;

(3) RCW 48.44.370 (Conversion contract to be offered--Exceptions,
conditions) and 1984 c 190 s 6;

(4) RCW  48. 44. 380 (Conversi on contract--Restrictions and
requi renents) and 1984 c¢ 190 s 7;

(5) RCW 48. 46.450 (Conversion agreenment to be of fered--Exceptions,
conditions) and 1984 ¢ 190 s 9; and

(6) RCW  48. 46. 460 (Conver si on agreenent--Restrictions and
requi renents) and 1984 c¢ 190 s 10.

NEW SECTION. Sec. 11. Sections 1 through 9 of this act apply to
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1 all small group health benefit plans issued or renewed on or after the
2 effective date of this section.

~-- END ---
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